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AGENDA

COMMITTEE ON ACCOUNTS, ENROLLMENT
AND REVENUE ADMINISTRATION

August 17,2004 : 5:00 PM

Aldermen Smith, Guinta, Aldermanic Chambers

Osborne, Shea, Thibault City Hall (3" Floor)
1. Chairman Smith calls the meeting to order.

2. The Clerk calls the roll.

3. Brief presentation by Scott Bassett of McGladrey & Pullen on the City’s
FY04 audit programs.

4, Communication from Joan Porter, Tax Collector, requesting permission for
the Tax Collector and Deputy Tax Collector to attend the Tax Collector’s
Annual Conference from September 20 through 22, 2004 at Wentworth by
the Sea in Newcastle, NH which 1s 55 miles one way.

(Note: overnight is allowed over 65 miles and there are sufficient funds in
budget to cover this expense.)
Gentlemen, what is your pleasure?

5. Communication from Kevin Buckley, Internal Audit Manager, submitting
audit status updates.
Gentlemen, what is your pleasure?

6. Communication from Guy Beloin, Financial Analyst II, submitting the
City’s Monthly Financial Statements for the one-month ended July 31,
2004.
Gentlemen, what is your pleasure?
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Communication from Sharon Wickens, Financial Analyst II, submitting
reports as follows:

a) department legend;

b) open invoice report over 90 days by fund;

c) open invoice report all invoices for interdepartmental billings only,

d) open invoice report all invoices due from the School District only;

e) listing of invoices submitted to City Solicitor for legal
determination; and

f) accounts receivable summary.

Gentlemen, what is your pleasure?

Reports requested of Finance Department as follows:

a) inventory of City departments on HTE systems and a description of
how system works; and

b) summary of Civic Center line item regarding policy decisions with
respect to fees and contracts.

- (Note: information to be forwarded under separate cover.)

Gentlemen, what is your pleasure?

If there is no further business, a motion is in order to adjourn.



City of Manchester
Department of Finance

One City Hall Plaza

Manchester, New Hampshire 03101
Phone: (603) 624-6460

Fax: (603) 624-6549

July 28, 2004

Committee on Accounts, Enrollment and Administration
C/o Mr. Leo Bemier

City Clerk

One City Hall Plaza

Manchester, NH 03101

Dear Committee member:

Attached, please find a letter from the City’s auditors, McGladrey & Pullen, explaining their
understanding of the agreements on services they are to perform for the City’s June 30, 2004
audit. Scott Bassett, from McGladrey & Pullen, will be in attendance at the August 17", meeting
1o brief you on the FY’04 audit programs.

Respectfully submitted,

Kevin A. Clougherty
Finance Officer

MECEIVE]]

JUL 29 2004
CITY CLERK'S OFFIGE
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McGladrey &Pullen

Certified Public Accountants

MeGiadrey & Pullen, LLP

{ Church SL, 8th FI., New Haven, CT 06510-3332
0 2037731909 F 2037730591
www.mcgladrey.com

June 28, 2004

Mr. Kevin A, Clougherty
Finance Officer

City of Manchester

Cne City Hall Plaza
Manchester, NH 03101

Dear Mr. Clougherty:

This letter is to explain our understanding of the arrangements for the services we are to perform for the
City of Manchester (the "City") for the year ending June 30, 2004. We ask that you either confirm or amend
this understanding.

We wilt perform an audit and issue reports under separate cover for the City's financial statements, tisted
below, as of and for the year ending June 30, 2004. We understand that the financia statements will be
orepared in accordance with accounting principles generally accepted in the United States of America.

We will conduct the audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable, rather than
absolute, assurance about whether the financial statements are free of material misstatement whether
caused by error, fraudulent financial reporting, or misappropriation of assets. Accordingly, a material
missiatement, whether caused by error, fraudulent financial reporting or misappropriation of assets, may
remain undetected. An audit includes examining, on a test basis, evidence supporiing the amounts and
disclosures in the financial statements. As a result, an audit is not designed to detect errors or fraud that
are immaterial to the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit will provide a reasonable basis for our report.

We will issue the following reports or types of reports:

¢ Avreport on the Library Trust Fund Statements.
« Avreport on the Cemetery Trust Fund Statements.
« Areport on certain Special Revenue funds,

McGiadrey & Putien, LLP is a member firm of RSM internationat —
an affiliation of separate and independent legal entities.
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Qur reports on internal control will include any reportable conditions and material weaknesses in the
system of which we become aware as a result of obtaining an understanding of intemal control and
performing tests of internal control consistent with the requirements of the standards and circulars identified
above. Our reports on compliance will address material errors; fraud; violations of compliance obligations
and other responsibilities imposed by state and Federal statutes and reguiations and assumed by
contracts; and any state or Federal grani, entilement or loan program questioned costs, of which we
become aware, consistent with requirements of the standards and circulars identified above.

If circumstances arise refating to the conditions of your records, the availability of sufficient, competent
evidential matter, or indications of a significant risk of material misstatement of the financial statements
because of error, fraudulent financial reporting, misappropriation of assets or noncompliance which in our
professional judgment prevent us from completing the audit, we retain the unilateral right to take any course
of action permitted by professicnat standards, including withdrawal from the engagement.

As you know, management is responsible for (1) the preparation of the City 's financial statements, (2)
establishing and maintaining effective internal control over financial reporting and safeguarding assets, (3)
nroperly recording transactions in the records, (4) identifying and ensuring that the City complies with the
laws and regulations applicable fo its activities, and for informing us about all known material violations of
such laws and regulations, (5) the design and implementation of programs and controls to prevent and
detect fraud, and for informing us about all known or suspected fraud affecting the City involving
management, employees who have significant roles in internal control and others where the fraud could
have a material effect on the financial statements, (6) informing us of its knowledge of any allegations of
fraud or suspected fraud affecting the City received in communications from employees, regulators or
others, (7) making all financial records and related information available fo us, and (8) for adjusting the
financial statements to correct material misstatements. At the conclusion of our audit, we will request
certain written representations from management about the financial statements and matters related
thereto. We will also require that you affirm to us that the effects of any uncorrected misstatements,
aggregated by us during the current engagement and pertaining to the latest period presented are
immaterial both individually and in the aggregate to the financial statements taken as a whole.

The Board of Mayor and Aldermen, acting as the Audit Committee, is responsible for informing us of its
views about the risks of fraud within the City, and its knowledge of any fraud or suspected fraud affecting
the City. We will also determine that certain matters related to the conduct of the audit are communicated
to the Board of Mayor and Aldermen including (1) fraud involving senior management and. fraud whether
caused by senior management or other employees that causes a material misstatement of the financial
statements, (2) ilegal acts that come to our attention unless they are clearly inconsequential, (3)
disagreements with management and other serious difficulties encountered in performing the audit, and (4}
various matters related to the City's accounting policies and financial statements.

: 1
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The working papers for this engagement are the property of McGladrey & Pullen, LLP. However, you
acknowledge and grant your assent that representatives of the cognizant or oversight agency or its
designee, other government audit staffs and the U.S. General Accounting Office shall have access te the
audit working papers upon their request; and that we shall maintain the working papers for a period of at
[east three years after the date of the report, or for a longer period if we are requested to do so by the
cognizant agency or oversight agency. Access to the requested workpapers will be provided under the
supervision of McGladrey & Pullen, LLP audit personnel and at a location designated by our Firm.

During the course of our engagement, we may accumulate records containing data which should be
reflected in your books and records. You will determine that all such data, if necessary, will be so reflected.
Accordingly, you will not expect us fo maintain copies of such records in our possession.

The assistance fo be supplied by your personnel, including the preparation of schedules and analyses of
accounts, has been discussed and coordinated with you. The timely completion of this work is an essential
condition to our completion of the audit and issuance of our audit report.  We understand that the
accounting records will be ready for audit in October. We will begin preliminary work in August.

In connection with compliance with the Health Insurance Portabifity and Accountability Act (HIPAA):

(a)  McGladrey & Pullen, LLP agrees not to use or disclose Protected Health Information {as defined in
45 CFR 164.501) other than as permitted or required by this arrangement letter (the “Agreement); as
required by operation of law; or as required by auditing standards or accounting principles.

(b} McGladrey & Pullen, LLP agrees to use appropriate safeguards to prevent use or disclosure of the
Protected Health information other than as provided for by this Agreement.

(c) McGladrey & Pullen, LLP agrees fo report to the City of Manchester any use or disclosure of the
Protected Health information not provided for by this Agreement of which it becomes aware.

(d) McGiadrey & Pullen, LLP agrees to ensure that any agent, including a subcontractor, to whom it
provides Protected Health Information received from, or created or received by McGladrey & Pullen,
LLP on behalf of the City of Manchester agrees to the same restrictions and conditions that apply
through this Agreement o McGladrey & Pullen, LLP with respect fo such information.

(e) The City of Manchester shall not request McGladrey & Pullen, LLP to use or disclose Protected
Health Information in any manner that would not be permissible under the Privacy Rule if done by the
City of Manchester.

()  McGladrey & Pullen, LLP may use and disclose Protected Health information (i) for the proper
management and administration of its business under this contract, {ii) to provide Data Aggregation
Services relating to the Health Care Operations of the City of Manchester, and {iii) to report violations
of law to appropriate Federal and State authorities, all as provided in the Privacy Rule.
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(9)

McGladrey & Pullen, LLP agrees to document such disclosures of Protected Health information
made by McGladrey & Pullen, LLP and information related to such disclosures as wouid be required
for the City of Manchester to respond to a request by an individual for an accounting of disclosures of
Protected Health Information in accordance with the Privacy Rule. McGladrey & Pullen, LLP further
agrees to provide the City of Manchester or an individual, upon request, with such information to
permit the City of Manchester to respond to a request by an individual for an accounting of
disclosures of Protected Heaith Information in accordance with 45 CFR Sec. 164.528.

At no time will McGladrey & Puflen, LLP have possession and/or control of the City of Manchester's
patients” ‘Designated Record Sets’ or any copies thereof. The Protected Health Information creaied
or maintained by McGladrey & Pullen, LLP is not part of the patient's Designated Record Set and is,
therefore, not subject to the Privacy Rule's patient access or amendment rights. Consequently, 45
CFR Part 184.524 and 164,526 and, therefore, 45 CFR Part 164.504{e)(2)(ii) subparts (E) and {F)
are not applicable to McGladrey & Pullen, LLP.

McGladrey & Pullen, LLP agrees to make its internal practices, books and records, inciuding poiicies
and procedures and Protected Health Information, refating to the use and disclosures of Protected
Health Information received from the City of Manchester available to the City of Manchester or the
Secretary of the U.S. Department of Health and Human Services or his or her designee promptly for
purposes of determining the City of Manchester’s compliance with the Privacy Regulations.

Term and Termination

(i) The Term of this Agreement regarding Protected Health Information shall be effeclive as of
May 14, 2004, and shall terminate when all of the Protected Health Information provided by the
City of Manchester to McGladrey & Pullen, LLP, or received by McGladrey & Pullen, LLP on
behatf of the City of Manchester, is destroyed. If it is infeasible to destroy Protected Health
Information, protections of this contract are extended to such information, in accordance with
the termination provisions in this Section.

(it ~ Termination for Cause. Upon the City of Manchester's knowledge of a material breach by
McGladrey & Pullen, LLP, the City of Manchester shall either:

(1) Provide an opportunity for McGladrey & Pullen, LLP to cure the breach or end the
violation and terminate this agreement if McGladrey & Puflen, LLP does not cure the
breach or end the violation within the time specified by the City of Manchester,

2)  Immediately terminate this Agreement, if McGladrey & Pullen, LLP has breached a
material term of this Agreement and cure is not possible; or

(3)  If neither termination nor cure are feasible, the City of Manchester shall report the
viclation to the Secretary of the Department of Health & Human Services.

\W..,j
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(iiy  Effect of Termination.

(1) Except as provided in paragraph (i} of this section, upon termination of this Agreement,
for any reason, McGladrey & Pullen, LLP shall destroy all Protected Health Information
received from the City of Manchester, or received by McGladrey & Pullen, LLP on behalf
of the City of Manchester in accordance with their audit record retention policy. This
provision shall apply to Protected Health Information that is in the possession of
subcontractors or agents of McGladrey & Pullen, LLP. McGladrey & Pullen, LLP shall
retain no copies of the Protected Health Information beyond their normal retention period
as required for their comptliance with applicable professional standards.

- {2) In the event that McGladrey & Putlen, LLP determines that destroying the Protected
Health Information is infeasible, we shall provide to the City of Manchester nofification of
the conditions that make return or destruction infeasible. Upon any notice that
destruction of Protected Heallh information is infeasible, McGladrey & Pullen, LLP shall
extend the protections of this Agreement fo such Protected Health information and limit
further uses and disclosures of such Protected Health Information to those purposes that
make destruction infeasible, for so long as McGladrey & Pulien, LLP maintains such
Protected Health Information.

Our fees for the services described in this letter are included as part of the arrangement letter signed for the
general purpose financial statements unless the scope of the engagement is changed, the assistance
which the City has agreed to furnish is not provided, or unexpected conditions are encountered, in which
case we will discuss the situation with you before proceeding. Interim billings will be submitted as work
progresses and as expenses are incurred. Billings are due upon submission. Alf other provisions of this
letter will survive any fee adjustment.

Our professional standards require that we perform certain additional procedures, on current and previous
year engagements, whenever a partner or professional employee leaves the firm and is subsequently
employed by or associated with a client. Accordingly, the City agrees that it wili compensate McGladrey &
Putien, LLP for any additional costs incurred as a result of the employment of a partner or professional
employee of McGladrey & Puilen, LLP.

Our report on the financial statements is not to be included in an official statement or other document
involved with the sale of debt instruments without our prior consent. Additionally, if you intend to publish or
otherwise reproduce the financial statements and/or make reference to us or cur audit, you agree to
provide us with printer's proofs or masters for our review and consent before reproduction and/or release
occurs. You afso agree fo provide us with a copy of the final repreduced material for our consent before it
is distributed or released. Qur fees for any additional services that may be required under our guality
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assurance system as a resuit of the above, will be established with you at the time such services are
determined to be necessary.

[t is agreed by the City and McGladrey & Pullen, LLP or any successors in interest that no claim by or on
behalf of either party arising out of services rendered pursuant to this agreement shall be asserted more
than two years after the date of the last audit report. '

This letter constitutes the complete and exclusive statement of agreement between McGladrey & Pullen,
LLP and the City of Manchester, New Hampshire, superseding all proposals oral or written and all other
communication, with respect to the terms of the engagement between the parties.

In the event we are requested or authorized by the City or are required by government reguiation,
subpoena, or other legal process to produce our documents or our personnel as witnesses with respect to
our engagements for the City, the City will, so fong as we are not a party to the proceeding in which the
information is sought, reimburse us for our professional time and expenses, as well as the fees and
expenses of our counsel, incurred in responding to such requests.

In accordance with the 1994 revisions of "Govemment Auditing Standards,” a copy of our most recent peer
review report has been previously sent to you,

if this letter defines the arrangements as you understand them, please sign and date the enclosed copy
and return it to us. Thank you for this oppertunity to be of assistance. We appreciate your business.

Sincerely,

McGLADREY & PULLEN, LLP

Scott A. Bassett
Partner

Confirmed on behalf of the addressee:

2o , 2004

(et

Zat

Nclient\4511751\04\word\
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June 28, 2004

Mr. Kevin A. Clougherty
Finance Officer

.City of Manchester

One City Hall Plaza
Manchester, NH 03101

Dear Mr. Clougherty:

This letter is fo explain our understanding of the arrangements for the services we are to perform for the
City of Manchester {the "City") for the year ending June 30, 2004, We ask that you either confirm or amend
this understanding.

We will perform an audit of the City's governmental activities, business-type activities, the discretely
presented component units, each major fund, and the aggregate remaining fund information as of and for
the year ending June 30, 2004. We understand that the financial statements will be prepared in
accordance with accounting principles generally accepted in the United States of America.

We will also perform the audit of the City as of June 30, 2004, so as fo satisfy the audit requirements
imposed by the Single Audit Act and the U.S. Office of Management and Budget (OMB} Circular No. A-133.

We will conduct the audit in accordance with auditing standards generally accepted in the United States of
America; "Government Auditing Standards” issued by the Compiroller General of the United States; the
provisions of the Single Audit Act, OMB Circular A-133, and OMB's Compliance Supplement. Those
standards, circulars and supplements require that we plan and perform the audit to obtain reascnable,
rather than absoiute, assurance about whether the financial statemenis are free of material misstatement
whether caused by error, fraudulent financial reporting, or misappropriation of assets. Accordingly, a
material misstatement, whether caused by error, fraudulent financial reporting or misappropriation of
assets, may remain undetected. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. As a result, an audit is not designed to defect errors
or fraud that are immaterial to the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit will provide a reasonable basis for our report.

Mctladrey & Puflen, LLP is 8 member firm of RSM International —
an aifiiation of separate and independent legal entities.
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In addition to our report on the City's basic financial statements, we will also issue the following reports or
types of reports:

o A report on the faimess of the presentation of the City's schedule of expenditures of Federal
awards for the year ending June 30, 2004,

« Reports on internal control refated fo the financial statements and major federal programs. These
reporis will describe the scope of testing of internal control and the results of our tests of intemat
controls.

» Reports on compliance with laws, regulations and the provisions of contracts or grant agreements.
We will report on any noncompliance which could have a material effect on the financial statemenis
and any noncompliance which could have a direct and material effect on each major federal
program.

s Schedule of Federal findings and questioned costs.

The funds that you have told us are maintained by the City, and that are to be included as part of our audit
are listed as an Attachment L.

The Federal award programs that you have fold us that the City participates in and that are to be included
as part of the single audit are listed as an Attachment I,

The City has component units whose financial statements are combined with the basic financial
statements.

Our reports on internal confrol will include any reportabie conditions and material weaknesses in the
system of which we becoms aware as a result of obtaining an understanding of internal controt and
performing tests of internal control consistent with the requirements of the standards and circulars identified
above, Qur reports on compliance will address material errors; fraud; violations of compliance obligations
and other responsibilities imposed by slate and Federal statutes and regulations and assumed by
contracts; and any state or Federai grant, entitement or loan program questioned costs, of which we
become aware, consistent with requirements of the standards and circulars identified above.

if circumstances arise relating fo the conditions of your records, the availability of sufficient, competent
evidential matter, or indications of a significant risk of material misstatement of the financial statements
because of error, fraudulent financial reporting, or misappropriation of assets or noncompliance which in
our professional judgment prevent us from completing the audit, we retain the unilateral right to take any
course of action permitted by professional standards, including withdrawal from the engagement.
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As you know, management is responsible for {1) the preparation of the City ‘s financial statements, (2)
establishing and maintaining effective internal control over financial reporting and safeguarding assets, (3)
properly recording transactions in the records, {4) identifying and ensuring that the City complies with the
laws and regulations applicable to its activities, and for informing us about aff known material violations of
such laws and regulations, (5) the design and implementation of programs and controls to prevent and
detect fraud, and for informing us about all known or suspected fraud affecting the City involving
management, employees who have significant roles in internal control and others where the fraud could
have a material effect on the financial statements, {6) informing us of its knowledge of any allegations of
fraud or suspected fraud affecting the City received in communications from employees, regulators or
others, (7} making all financial records and related information available to us, and (8) for adjusting the
financial statements fo correct material misstatements. At the conclusion of our audit, we will request
cerfain written representations from management about the financial statements and matters related
thereto, We will also require that you affirm to us that the effects of any uncorrected misstatements,
aggregated by us during the current engagement and pertaining to the latest period presented are
immaterial both individually and in the aggregate to the financial statements faken as a whole.

The Board of Mayor and Aldermen, acting as the Audit Committee, is responsible for informing us of its
views about the risks of fraud within the City, and its knowledge of any fraud or suspected fraud affecting
the City. We will also determine that certain matters related to the conduct of the audit are communicated
to the Board of Mayor and Aldermen including (1) fraud involving senior management and fraud whether
caused by senior management or other employees that causes a material misstatement of the financial
statements, (2) ilegat acts that come to our attention unless they are clearly inconsequential, (3)
disagreements with management and other serious difficulties encountered in performing the audit, and (4)
various matters related to the City's accounting policies and financial statements.

The working papers for this engagement are the property of McGladrey & Pullen, LLP. However, you
acknowledge and grant your assent that representatives of the cognizant or oversight agency or its
designee, other government audit staffs and the U.S. General Accounting Office shall have access to the
audit working papers upon their request; and that we shall maintain the working papers for a period of at
least three years after the date of the report, or for a longer period if we are requested to do so by the
cognizant agency. Access to the requested workpapers will be provided under the supervision of
McGladrey & Pulien, LLP audit personnel and at a location designated by our Firm.

During the course of our engagement, we may accumulate records containing data which should be
reflected in your books and records. You will determine that all such data, if necessary, will be so reflected.
Accordingly, you will not expect us to maintain copies of such records in our possession.
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The assistance to be supplied by your personnel, including the preparation of schedules and analyses of
accounts, will be discussed and coordinated with you. The timely and accurate completion of this work is
an essential condition to our completion of the audit and issuance of our audit report.  We understand that
the accounting records will be ready for audit in October. We wilt begin preliminary work in July.

In connection with compliance with the Health nsurance Portability and Accountability Act (HIPAA).

(a)

McGladrey & Pullen, LLP agrees not to use or disciose Protected Health information (as defined in
45 CFR 184.501) other than as permitted or required by this arrangement letter {the "Agreement'}; as
required by operation of law; or as required by auditing standards or accounting principles.

McGladrey & Pullen, LLP agrees to use appropriate safeguards to prevent use or disclosure of the
Protected Health Information other than as provided for by this Agreement.

McGladrey & Pullen, LLP agrees to report to the City of Manchester any use or disclosure of the
Protected Health Information not provided for by this Agreement of which it becomes aware.

McGladrey & Pullen, LLP agrees to ensure that any agent, including a subcontractor, fo whom i
provides Protected Health Information received from, or created or received by McGladrey & Puilen,
LLP on behalf of the City of Manchester agrees to the same restrictions and conditions that apply
through this Agreement to McGladrey & Pullen, LLP with respect to such information,

The City of Manchester shall not request McGladrey & Pullen, LLP to use or disclose Protected
Health Information in any manner that would not be permissibie under the Privacy Rule if done by the
City of Manchester.

McGladrey & Putien, LLP may use and disclose Protected Health Information (i) for the proper
management and administration of its business under this contract, {ii) to provide Data Aggregation
Services relating to the Health Care Operations of the City of Manchester, and (iii} to report viclations
of law fo appropriate Federal and State authorities, all as provided in the Privacy Rule.

McGladrey & Pullen, LLP agrees to document such disclosures of Protected Health Information
made by McGladrey & Pullen, LLP and information related to such disclosures as would be required
for the City of Manchester to respond to a request by an individual for an accounting of disclosures of
Protected Health Information in accordance with the Privacy Rule, McGtadrey & Pullen, LLP further
agrees to provide the City of Manchester or an individual, upon request, with such information to
permit the City of Manchester o respond to a request by an individual for an accounting of
disclosures of Protected Health Information in accordance with 45 CFR Sec. 164.528.

At no time will McGladrey & Pullen, LLP have possession and/for control of the City of Manchester's
patients’ ‘Designated Record Sefs’ or any copies thereof. The Protected Health Information created
or maintained by McGladrey & Pullen, LLP is not part of the patient’s Designated Record Set and Is,
therefore, not subject to the Privacy Rule's patient access or amendment rights. Conseguently, 45

=
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CFR Part 164.524 and 164.526 and, therefore, 45 CFR Part 164.504{e)(2)(ii) subparts (E) and (F)
are not applicable to McGladrey & Pullen, LLP.

McGladrey & Pullen, LLP agrees to make ifs internal practices, books and records, including policies
and procedures and Protected Health Information, refating to the use and disclosures of Protected
Health information received from the City of Manchester avaifable to the City of Manchester or the
Secretary of the U.S. Department of Health and Human Services or his or her designee promptly for
purposes of determining the City of Manchester's compliance with the Privacy Regulations.

0

il

~Term and Termination

The Term of this Agreement regarding Protected Health information shall be effective as of
May 14, 2004, and shall ferminate when all of the Protected Health Information provided by the
City of Manchester to McGladrey & Pullen, LLP, or received by McGladrey & Pullen, LLP on
behalf of the City of Manchester, is destroyed. If it is infeasible to destroy Protected Health
Information, protections of this contract are extended to such information, in accordance with
the termination provisions in this Section.

Termination for Cause. Upon the City of Manchester's knowledge of a material breach by
McGiadrey & Pullen, LLP, the City of Manchester shall either:

(1)

2)

(3)

Provide an opportunity for McGladrey & Pullen, LLP to cure the breach or end the
violation and terminate this agreement if McGladrey & Pullen, LLP does not cure the
breach or end the violation within the time specified by the City of Manchester,

Immediately terminate this Agreement, if McGladrey & Pullen, LLP has breached a
material term of this Agreement and cure is not possible; or

If neither termination nor cure are feasible, the City of Manchester shall report the
violation to the Secretary of the Department of Health & Human Services.

Effect of Termination.

(%)

Except as provided in paragraph (i) of this section, upon termination of this Agreement,
for any reason, McGladrey & Pullen, LLP shall destroy all Protected Health Information
received from the City of Manchester, or received by McGladrey & Puflen, LLP on behalf
of the City of Manchester in accordance with their audit record retention policy. This
provision shall apply to Protected Health information that is in the possession of
subcontractors or agents of McGladrey & Pullen, LLP. McGladrey & Pullen, LLP shall
retain no copies of the Protected Health Information beyond their normal retention period
as required for their compliance with applicable professional standards.

In the event that McGladrey & Pullen, LLP determines that destroying the Protected
Heatth Information is infeasible, we shall provide to the City of Manchester notification of
the conditions that make return or destruction infeasible. Upon any notice that
destruction of Protected Health Information is infeasible, McGladrey & Pullen, LLP shall
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extend the protections of this Agreement to such Protected Health Information and limit
further uses and disclosures of such Protected Health information to those purposes that
make destruction infeasible, for so long as McGladrey & Pullen, LLP maintains such
Protected Health information.

Our fees for the services described in this letter will not exceed $132,000 unless the scope of the
engagement is changed, the assistance which the City has agreed to furnish is not provided, or unexpeacted
conditions are encountered, in which case we will discuss the situation with you before proceeding. Interim
bilings will be submitted as work progresses and as expenses are incurred. Billings are due upon
submission. All other provisions of this letter will survive any fee adjustment.

Our professional standards require that we perform certain additional procedures, on current and previous
year engagements, whenever a partner or professional employee teaves the firm and is subsequently
employed by or associated with a client. Accordingly, the City agrees that it wili compensate McGladrey &
Pullen, LLP for any additional costs incurred as a result of the employment of a partner or professicnal
employee of McGladrey & Pullen, LLP.

Our report on the financial statements is not to be included in an official statement or other document
involved with the sale of debt instruments without our prior consent. Additicnally, if you intend to publish or
otherwise reproduce the financiat statements and make reference to us or our audit, you agree to provide
us with printer's proofs or masters for our review and consent before reproduction andfor release occurs.
You also agree o provide us with a copy of the final reproduced material for our consent before it is
distributed or released. Our fees for any additional services that may be required under our quality
assurance system as a result of the above, will be established with you at the fime such services are
determined fo be necessary.

It is agreed by the City and McGladrey & Pullen, LLP or any successors in interest that no claim by or on
behalf of either party arising out of services rendered pursuant to this agreement shall be asserted more
than two years after the date of the last audit report.

This letter constitutes the complete and exclusive statement of agreement between McGladrey & Pullen,
LLP and the City of Manchester, New Hampshire, superseding all proposais oral or written and all other
communication, with respect fo the terms of the engagement between the parties.

In the event we are requested or authorized by the City or are required by government regulation,
subpoena, or other legal process to produce our documents or our personnel as witnesses with respect to
our engagements for the City, the City will, so long as we are nct a party to the proceeding in which the
information is sought, reimburse us for our professional time and expenses, as well as the fees and
expenses of our counsel, incurred in responding to such requests.
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In accordance with the 1994 revisions of “Government Auditing Standards,” a copy of our most recent peer
review report has been previously sent to you.

If this letter defines the arrangements as you understand them, please sign and date the enclosed copy
and return it to us. Thank you for this opportunity fo be of assistance. We appreciate your business.

Sincerely,

McGLADREY & PULLEN, LLP

Scott A. Basseit
Partner

Confirmed on behalf of the addressee:

el

Qeadie 22 2004
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ATTACHMENT |

The funds and account groups that are to be included as part of our audit of the City of Manchester, New
Hampshire are as foliows:

FUNDS:
General Fund
Capital Project Fund
Education Special Revenue Fund
School of Technology Fund
Cash Special Projects Fund
CbBG
Other Grant Fund
Civic Center
Revolving Loan Fund
Manchester Development Corporation
Trust Funds
Water Works Fund
Environmental Protection Division
Aviation Fund
Recreation Fund
Aggregation Fund
Cemetery Trust Fund
Library Trust Fund

COMPONENT UNITS
Manchester Transit Authority
Pension Trust Fund
Manchester Schoof District




ATTACHMENT Il

The federal financial assistance programs that are to be included as part of the audit of the City of
Manchester, New Hampshire are as follows:

FEDERAL
CFDA
. FEDERAL PROGRAM TITLE NUMBER

Violence Against Women 16.588
Juvenile Accountability incentive Block Grant 16.523
Drug Control and System Improvement — Formula Grant 16.579
Bulletproof Vest Partnership Program 16.607
Local Law Enforcement Block Grant Program 16,592
Executive Office for Weed and Seed 16.595
Gang Free Schools and Communities 16,544
Juvenile Justice and Delinquency-Prevention Allocation to States 16.540
Community Oriented Policing 16.710
State Domestic Preparedness Equipment 16.007
Aid for Highway and Bridges Rehab 20.205
Airport Improvement Program 20.106
Recreation Trails Program 20.219
Highway Safety 20.600
Community Development Block Grants/Entiflement Grants 14.218
HOME investment Partnerships Program 14.239
Public and Indian Housing Drug Elimination Program 14.854
Emergency Shelter 14.231
Project Grants for Health Services to the Homeless 93.151
Demonstration Grants for the Prevention of Alcohol and Other

Drug Abuse Among High-Risk Youth 93.144
Project Grants and Cooperative Agreements for Tubercutosis Programs 93,116
Acquired Immunodeficiency Syndrome {AIDS) Activity 93118
Preventative Health Services-Sexually Transmitted Diseases

Control Grants 93.977
Maternal and Child Health Federal Consolidated Programs 93.110
Childhood Lead Poiscning Prevention Projects-State and

Community-Based Childhood Lead Poisoning Prevention Program 93.197
Childhood immunization Grants 93.268
Consolidated Knowledge Development and Application 93.230
Enterprise zone 93.585
Youth Tobacco 93.283




McGladrey & Pullen

Certified Public Accountants

McGladrey & Pullen, LLP

1 Church S, 8th FL, New Haven, CT 06510-3332
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www.megladrey.com

June 30, 2004

Mr. Kevin A. Clougherty
Finance Officer

City of Manchester
One City Hall Plaza
Manchester, NH 03101

Dear Mr. Clougherty.

This letter is to explain our understanding of the arrangements for the services we are to perform for the
City of Manchester {the "City") for the year ending June 30, 2004. We ask that you either confirm or amend
this understanding.

in addition to the audit of the City's governmental activities, business-type activilies, the discretely
presented component units, each major fund, and the aggregate remaining fund information, we wil
perform an audit and issue reports under separate cover for the City's enterprise funds financial statements
as of and for the year ending June 30, 2004. We understand that the financial statements will be prepared
in accordance with accounting principles generally accepted in the United States of America.

We will conduct the audit in accordance with auditing standards generally accepted in the United States of
America; “Government Auditing Standards” issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable, rather than absolute, assurance
about whether the financial statements are free of material misstatement whether caused by error,
fraudulent financial reporting, or misappropriation of assets. Accordingly, a material misstatement, whether
caused by error, fraudulent financial reporting or misappropriation of assets, may remain undetected. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. As a result, an audit is not designed fo detect errors or fraud that are immaterial to the
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation We
betieve that our audit will provide a reasonable basis for our report.

In addition to our report on the City's basic financial statements, we will also issue the following reports or
types of reports:

e A report on the Aviation Fund Statements.
e Areport on the Aggregation Fund Statements.
s A report on the Recreation Fund Statements.

. MeGladrey & Pullen, LLP is a member firm of RSM International — ’
an affiliation of separate and independent legal entities.

"
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« Areport on the Environmental Protection Division Statements.

Qur reports on intemal confrol will include any reportable conditions and material weaknesses in the
system of which we become aware as a result of obtaining an understanding of internal control and
performing tests of internal control consistent with the requirements of the standards and circuiars identified
above. Our reports on compliance will address material errors; fraud; violations of compliance obligations
and other responsibilities imposed by state and Federal statutes and regulations and assumed by
contracts; and any state or Federal grant, entiflement or locan program questioned costs, of which we
become aware, consistent with requirements of the standards and circulars identified above.

If circumstances arise relafing fo the conditions of your records, the availability of sufficient, competent
evidential matter, or indications of a significant risk of material misstatement of the financial statements
because of error, fraudulent financial reporting, or misappropriation of assets or noncompiiance which in
our professional judgment prevent us from completing the audit, we retfain the unitateral right to take any
course of action permitted by professional standards, including withdrawal from the engagement.

As you know, management is responsible for (1) the preparation of the City 's financial statements, (2)
establishing and maintaining effective internal control over financial reporting and safeguarding assets, (3)
propetly recording fransactions in the records, (4} identifying and ensuring that the City complies with the
laws and reguiations applicable to its activities, and for informing us about all known material violations of
such laws and regulations, {5) the design and implementation of programs and controls to prevent and
detect fraud, and for informing us about all known or suspected fraud affecting the City involving
management, employees who have significant roles in internal control and others where the fraud could
have a material effect on the financial statements, (6) informing us of its knowiedge of any allegations of
fraud or suspected fraud affecting the City received in communications from employees, regulators or
others, (7) making all financial records and related information available fo us, and (8} for adjusting the
financial statements to correct material misstatements. We will also require that you affim to us that the
effects of any uncorrected misstatements, aggregated by us during the current engagement and pertaining
to the latest pericd presented are immaterial both individually and in the aggregate fo the financial
statements taken as a whole,

The Board of Mayor and Aldermen, acting as the Audit Committee, is responsible for informing us of its
views about the risks of fraud within the City, and its knowledge of any fraud or suspected fraud affecting
the City. We will alsc determine that certain matters related to the conduct of the audit are communicated
to the Board of Mayor and Aldermen including (1) fraud involving senior management and fraud whether
caused by senicr management or other employees that causes a material misstatement of the financial
statements, (2) illegal acts thal come to our attention unless they are clearly inconsequential, (3)
disagreements with management and other serious difficuities encountered in performing the audit, and {4}
varicus matters refated to the City's accounting policies and financial statements.



City of Manchester
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June 30, 2004

The working papers for this engagement are the property of McGladrey & Pullen, LLP. However, you
acknowledge and grant your assent that representatives of the cognizant or oversight agency or its
designee, other government audit staffs and the U.S. General Accounting Office shall have access to the
audit working papers upon their request; and that we shall maintain the working papers for a period of at
ieast three years after the date of the report, or for a longer period if we are requested to do so by the
cognizant agency. Access to the requested workpapers will be provided under the supervision of
McGladrey & Pullen, LLP audit personnel and at a location designated by our Firm.

During the course of our engagement, we may accumulate records containing data which should be
reflected in your books and records. You will determine that all such data, if necessary, will be so reflected.
Accordingly, you will not expect us to maintain coples of such records in our possession.

The assistance to be supplied by your personnel, including the preparation of schedules and analyses of
accounts; will be discussed and coordinated with you. The timely and accurate completion of this work is
an essential condition to ocur completion of the audit and issuance of our audit report.  We understand that
the accounting records will be ready for audit in October. We wilt begin preliminary work in July.

in connection with compliance with the Heatth Insurance Portahility and Accountability Act (HIPAA):

(@) McGladrey & Pullen, LLP agrees not to use or disciose Protected Heatth Information {as defined in
45 CFR 164.501) other than as permitted or required by this arrangement letter {the “*Agreement’); as
required by operation of law; or as required by auditing standards or accounting principles.

b)  McGladrey & Pulien, LLP agrees to use appropriate safeguards to prevent use or disclosure of the
Protected Health Information other than as provided for by this Agreement.

{c) McGladrey & Pullen, LLP agrees fo report to the City of Manchester any use or disclosure of the
Protected Health Information not provided for by this Agreement of which it becomes aware.

(d) McGiadrey & Pullen, LLP agrees to ensure that any agent, including a subcontractor, to whom it
provides Protected Health Information received from, or created or received by McGladrey & Pullen,
LLP on behalif of the City of Manchester agrees to the same restrictions and conditions that apply
through this Agreement to McGladrey & Pullen, LLP with respect to such information.

(e}  The City of Manchester shall not request McGladrey & Pullen, LLP to use or disclose Protected
Health information in any manner that would not be permissibie under the Privacy Rule if done by the
City of Manchester.

{fi  McGladrey & Puilen, LLP may use and disclose Protected Health Information (i) for the proper
management and administration of its business under this confract, {ii) to provide Data Aggregation
Services relating to the Heafth Care Operations of the City of Manchester, and (iii} to report viclations
of law to appropriate Federal and State authorities, all as provided in the Privacy Rule.

"/
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(g)

McGladrey & Pullen, LLP agrees fo document such disclosures of Profected Health Information
made by McGladrey & Pullen, LLP and information refated fo such disclosures as would be required
for the City of Manchester to respond to a request by an individual for an accounting of disclosures of
Protected Health Information in accordance with the Privacy Rule. McGladrey & Pullen, LLP further
agrees to provide the City of Manchester or an individual, upon request, with such information to
permit the City of Manchester to respond to a request by an individual for an accounting of
disclosures of Protected Health Information in accordance with 45 CFR Sec. 164.528.

At no time will McGladrey & Pullen, LLP have possession and/or control of the City of Manchester's
patients’ ‘Designated Record Sets’ or any copies thereof. The Protected Heaith information created
or maintained by McGladrey & Pullen, LLP is not part of the patient's Designated Record Set and is,
therefore, not subject fo the Privacy Rule's patient access or amendment rights. Consequently, 45
CFR Part 164.524 and 164.526 and, therefore, 45 CFR Part 164.504(e)(2)(ii) subparts (E} and (F)
are not applicable to McGladrey & Pullen, LLP.

McGladrey & Pullen, LLP agrees to make its internal practices, books and records, inciuding policies
and procedures and Protected Health Information, relating fo the use and disclosures of Protected
Health Information received from the City of Manchester available to the City of Manchester or the
Secretary of the U.S. Department of Health and Human Services or his or her designee promptiy for
purposes of determining the City of Manchester's compliance with the Privacy Regulations.

Term and Termination

iy  The Term of this Agreement regarding Protected Health Information shall be effective as of
May 14, 2004, and shall terminate when all of the Protected Health Information provided by the
City of Manchester to McGladrey & Pullen, LLP, or received by McGladrey & Pullen, LLP on
behalf of the City of Manchester, is destroyed. If it is infeasible to destroy Protected Health
Information, protections of this contract are extended to such information, in accordance with
the fermination provisions in this Section,

()  Termination for Cause. Upon the City of Manchester's knowledge of & material breach by
McGladrey & Pullen, LLP, the City of Manchester shafi either:

(1)  Provide an opportenity tor McGladrey & Pullen, LLP to cure the breach or end the
violation and terminate this agreement if McGladrey & Pullen, LLP does not cure the
breach or end the violation within the fime specified by the City of Manchester,

(2)  Immediately terminate this Agreement, if McGladrey & Pullen, LLP has breached a
material term of this Agreement and cure is not possible; or

(3) If neither termination nor cure are feasible, the City of Manchester shall report the
violation to the Secretary of the Department of Health & Human Services.
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(i)  Effect of Termination.

(1) Except as provided in paragraph {ii} of this section, upon termination of this Agreement,
for any reason, McGladrey & Pullen, LLP shall destroy alf Protected Heaith Information
received from the City of Manchester, or received by McGladrey & Puilen, LLP on behalf
of the City of Manchester in accordance with their audit record retention policy. This
provision shall apply to Protected Health Information that is in the possession of
subcontractors or agents of McGladrey & Pullen, LLP. McGladrey & Pulien, LLP shall
retain no copies of the Protected Health Information beyond their normal retention period
as required for their compliance with applicable professional standards.

(2) In the event that McGladrey & Pullen, LLP determines that destroying the Protected
Health Information is infeasible, we shall provide to the City of Manchester notification of
the conditions that make return or destruction infeasible. Upon any notice that
destruction of Protected Health Information is infeasible, McGladrey & Pullen, LLP shall
extend the protections of this Agreement to such Protected Health Information and mit
further uses and disclosures of such Protected Healih Information to those purposes that
make destruction infeasibie, for so long as McGladrey & Pullen, LLP maintains such
Protected Health Information.

Qur fees for the services described in this letter are included as part of the arrangement letter signed for the
financial statements of the City unless the scope of the engagement is changed, the assistance which the
City has agreed to furnish is not provided, or unexpected conditions are encountered, in which case we will
discuss the situation with you before proceeding. Interim bilfings will be submitted as work progresses and
as expenses are incurred. Bilings are due upon submission. All other provisions of this letter will survive
any fee adjustment.

Qur professional standards require that we perform certain additional procedures, on current and previous
year engagements, whenever a partner or professional employee leaves the firm and is subsequently
employed by or associated with a client. Accordingly, the City agrees that it will compensate McGladrey &
Pullen, LLP for any additional costs incurred as a result of the employment of a partner or professional
employee of McGladrey & Puilen, LLP.

Our report on the financial statements is not to be included in an official statement or other document
involved with the sale of debt instruments without our prior consent. Additionally, if you intend to publish or
otherwise reproduce the financial statements and make reference to us or our audit, you agree to provide
us with printer's proofs or masters for our review and consent before reproduction and/or release occurs.
Yeu also agree to provide us with a copy of the final reproduced material for our consent before it is
distrbuted or released. Our fees for any additional services that may be required under our quality



2
S

City of Manchester
FPage 6
June 30, 2004

assurance system as a result of the above, will be established with you at the time such services are
determined to be necessary.

it is agreed by the City and McGladrey & Pullen, LLP or any successors in interest that no claim by or on
behalf of either party arising out of services rendered pursuant to this agreement shall be asserted more
than two years after the date of the last audit report.

This letter constitutes the complete and exclusive statement of agreement between McGladrey & Pullen,
LLP and the City of Manchester, New Hampshire, superseding all proposals oral or written and alf other
communication, with respect to the terms of the engagement between the parties.

In the event we are requested or authorized by the City or are required by government regulation,
subpoena, or other fegal process to produce our documents or our personnel as witnesses with respect to
our engagements for the City, the City will, so long as we are not a party to the proceeding in which the
information is sought, reimburse us for cur professional time and expenses, as well as the fees and
expenses of our counsel, incusred in responding to such requests.

In accordance with the 1894 revisions of "Government Auditing Standards,” a copy of our most recent peer
review report has been previously submitted to you.

If this ietter defines the arrangements as you understand them, please sign and date the enclosed copy
and return it to us. Thank you for this opportunity to be of assistance. We appreciate your business.

Sincerely,

McGLADREY & PULLEN, LLP

/wﬁ%éma%’

Scott A, Bassett
Partner

Confirmed con behalf of the addressee:

0///;.'9 22 ' 2004
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City of Manchester Office of the Tax Collector

City Hall One City Hall Plaza
Manchester, New Hampshire 03101
Joan A. Porter, Tax Collector
Tele: (603) 624-6575
Fax: (603) 628-6162
Web Site: hitp://www.manchesternh.coy
Email: taxcollector@ei.manchester.nh.us

Weltome to the City Of Manchester WH, Where History Invites Opportunity!

August 4, 2004

Alderman George Smith, Chairman
Committee on Accounts

1 City Hall Plaza

Manchester, NH 03101

Honorable Committee Members:

The Tax Collector’s annual conference is being held at the Wentworth by the Sea in Newcastle, NH on
September 20, 21 and 22 this vear. It is approximately 55 miles from Manchester.

1 would appreciate it if the Committee would permit the Deputy Tax Collector and me to attend this
conference as overnight guests. [ have sufficient funds in my budget to cover this expense. Attendance is
one of the requirements to maintain our certifications as Tax Collector/Deputy Tax Coliector. As 1 am sure
you are aware, there is much to be gained by networking with the other cities and towns before and after
the educational sessions. The dinners include award ceremonies and speeches by various members as well
as election of officers. As a member of the Tax Collector’s Executive Board, I will be sworn 1n at the
Banquet which usually ends about 9:00 PM or later. Travel on Route 101 West and various small roads to
the Conference on Monday, Tuesday and Wednesday morning as well as returning each night will take
about an hour each way and is time safer and better spent networking. '

When our conference was in Nashua, we did not request an exemption to this policy due to its proximity.
We drove to Nashua each morning and returned each evening.

[ thank you for your favorable consideration of this matter.

_...Sincerety, )

/Joan A. Porter
Tax Colector
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City of Manchester
Department of Finance

One City Hall Plaza

Manchester, New Hampshire 03101
Fhone: (603) 624-6460

Fax: (603) 624-6549

August 10, 2004

Committee on Accounts, Enroliment and Revenue Administration
C/o Mz. Leo Bernier '
City Clerk .

One City Hall Plaza

Manchester, NH 03101

Dear Honorable Committee Members,

- Audit Status Update:

Department of Elderly Services Checking Account

Report presented tonight

Office of Youth Services Checking Account

A request was made to audit an unreported checking account at the Office of Youth
Services used for the Restitution, Alcohol and Shoplifter Programs. Report drafted and
will be presented at the next scheduled meeting. '

Valley Street Cemetery Trust F_unds

A request has been made to perform an audit of the trust fund balances on an individual
plot level for the Valley Street Cemetery. This is in response to questions surrounding
balances available to restore the Blood Mausoleum, which is in need of repair. A majority
of the financial information has been gathered and is in the process of reconciliation.

Respectfully Submitted,

Q}/&’M /@Wfij % JQS EGEIVE D

_ AUS 11 2004
Kevin M. Buckley
Int.ernal Audit Manager CITY CLERK’S OFFICE
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DEPARTMENT OF ELDERLY SERVICES CHECKING ACCOUNT

FOR THE 17 MONTHS ENDED MAY 31, 2004

Prepared by
City of Manchester, NH ~ Finance Department
Internal Audit Division
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INTERNAL AUDIT REPORT
CITY OF MANCHESTER, NEW HAMPSHIRE
DEPARTMENT OF ELDERLY SERVICES CHECKING ACCOUNT
FOR THE 17 MONTHS ENDED MAY 31, 2004
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City of Manchester
Department of Finance

One City Hall Plaza

Manchester, New Hampshire 03101
Phone: (603) 624-6460

Fax: (603) 624-6549

June 20, 2004

Committee on Accounts, Enrollment and Revenue Administration
City of Manchester, New Hampshire
Honorable Aldermen: Smith, Shea, Guinta, Osborme and Thibaullt

Dear Honorable Committee Members:

On May 20, 2005 a telephone call was received by Internal Audit (IA) concerning a checking account at the
West Side Senior Center. The caller claimed that the account was used to reimburse employees for charges
to their personal credit cards. He thought they were using the funds for non-city business. A immediately
started an investigation into the complaint.

TA’s procedures were to conduct a financial and compliance audit of the West Side Senior Center checking
account for the 17 months ended May 31, 2004. The audit procedures began with an evaluation of the
internal control structure in place at the Department of Elderly Services, a review of laws and regulations
governing activities of the account and tests of transactions occurring during the 17 months ended May 31,
2004.

Conclusion

Based on the testwork performed, the West Side Senior Center does maintain a checking account that is not
recorded in the financial statements of the City of Manchester. The account collects fees and donations from
the clients of the center for games and activities and uses these funds mostly for expenditures directly
involved with the activity. Some general office expenses are paid out of the fund. A system of internal
controls to ensure that the funds are collected and used only for its intended purpose is completely lacking.
However, IA noted no instances where any funds were used for personal expenditures.

Draft observation worksheets and a draft audit report was sent to the Director of the Division of Elderly
Services for her review and comment. The observations generated and the auditee written responses are
included on pages four through eight. The auditee’s responses indicate disagreement with the report’s
finding and argues that these are not City funds and as such do not fall under City rules and regulations. IA
appreciates the courtesy and cooperation of the staff and administration of the Division of Elderly Services
on this assignment.

Respectfu ly Submitted,

z’@«f @) vféwf

Kevm Buckley, CPA
Internal Audit Manager

Page 1 (/i
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INTRODUCTION

AUDIT BACKGROUND

As a result of a citizen inquiry of a checking account held at the West Side Senior Center an audit
was conducted to determine the status of the account and if expenditures from the account were
being used in accordance with management’s intended purpose.

The Finance Officer of the City of Manchester, NH has been designated by state law, city charter
and local ordinance with the authority to conduct such examinations and audits.

Our audit was conducted between May 2004 and June 2004 in accordance with standards
applicable to financial and compliance audits contained in Government Auditing Standards, issued

by the Comptroller General of the United States.

AUDIT SCOPE AND OBJECTIVES

The audit was limited to financial activity of a checking account used for the benefit of the West
Side Senior Center and its clients for the 17 months ended May 31, 2004,

The results of our testing, observations generated, auditee responses and the schedules of financial

activity are included in the report starting on page four.

BACKGROUND OF AUDITHE

In 1986 the City of Manchester passed an ordinance to establish the Elderly Services Department.
The Department’s mission statement is:

The Elderly Services Department is the principal City agency responsible for mobilizing the
human, physical and financial resources available to assist the elderly population of the
community. The Department plans, develops and implements those programs that best serve the
elderly and is, at all times, guided by the principal of maintaining the dignity and independence of
each member of the elderly population.

The Elderly Services Department currently maintains two senior centers. The East Side Senior
Center located at 66 Hanover Street and the West Side Senior Center located in the old fire station

“at 76 North Main Street. A new senior center is currently under construction adjacent to the West

Side Center. Upon its completion in August it will combine both centers under one roof.

The Elderly Services Department consists of a Director, an Elderly Services Specialist Il and two
Elderiy Services Specialist I who run the two senior centers.

CHECKING ACCOUNT

The West Side Senior Center maintains a checking account at the Bank of New Hampshire under
the name of “Claire Dachowski or Barbara Vigneault for the West Side Center”. Barbara
Vigneault is the Director of Elderly Services and Clair Dachowski is the Elderly Specialist If in

Page 2



. charge of the West Side Center. The account is a non-interest bearing checking account. An
analysis of bank statements for the 12 months ended December 31, 2003 show that the average
daily balance in the account was $17,211. During the 12 months there were 27 deposits totaling
$89,512 for an average deposit of $3,315 and 222 checks and other debits totaling $87,604.

During the 17 month audited period ended May 31, 2004 the account had collections of $138,293
and expenditures of $117.478.

Revenues into the account were generated by coffee and snack donations, fees for card and bingo
games, activity fees, trip fees and donations.

Expenditurels were used to provide coffee and snacks, prizes for card and bingo games, supplies
used in activities, trip costs including bus drivers and chaperones, and some general office supplies.

During the audit period the West Side Senior Center ran almost daily games and activities that are
attended by anywhere from a handful of seniors to a full house on many days. The Center also
collected money during the audit period for approximately fifty (50) events. Events included trips
that ranged from Maine to Florida to Las Vegas, birthday and holiday parties, and various concerts
and other entertainment. All functions appear to be very well attended.

Page 3 (/7



OBSERVATIONS AND RECOMMENDATIONS

OBSERVATION 1: UNRECORDED CHECKING ACCOUNT

Observation:

Per the City of Manchester NH, Code of Ordinances section 35.020 “No City Official or Clerk
shall deposit any city money or funds except in the City Treasury”. Per section 35.021 The
Finance Officer shall establish deposit procedures for all city departments receiving money for the
city”. Further more “All city departments receiving money for the city outside of the City Treasury
shall pay the full amount of all said monies intact into the City Treasury daily, weekly or as often
as the Finance Officer shall direct”.

The Department of Elderly Services has maintained a checking account since 1987 at the Bank of
NH for the collection and disbursement of fees and donations that benefit the clients of the
department. The department collects and disburses the funds in the normal course of business at the
senior centers and as such are collecting fees and disbursing funds on behalf of the City with the
City liable for the funds.

The Department of Elderly Services did not seek or receive approval from the Finance Department
to open or maintain the account. They also did not receive authorization to collect the various fees
that go into the account. Per the City Revenue Policy: when imposing a new fee and/or charge or
revising an existing fee/charge, the proposal shall be submitted to the Board of Mayor and
Aldermen (BMA) for consideration, reviewed by Finance for financial analysis, and the City
Solicitor's Office for feasibility and compliance with applicable laws. As noted in observation 4
this lack of oversight and approval has the potential to cause legal problems for the City.

Per the City of Manchester NH, Code of Ordinances section 35.022 “No money shall be paid out
of the City Treasury until the Mayor and Aldermen have taken the necessary action to authorize the
payment, ..."”.

The Department of Elderly Services uses the funds collected from their clients for a vartety of
services that directly benefit the clients. For the most part funds are collected for a very specific
purpose, such as a trip, and all of the funds collected are used to pay for that trip. In other instances
money is collected in excess of the amount needed for the activity and the excess funds are used for
a variety purposes that mostly directly aid the clients. Testing has revealed a few instances that a
limited amount of funds were used to purchase office supplies, capital assets (air conditioners) and
general office expenses (copier expense and cell phone). These are normal expenses of the
Department that supplement the budget and should have been approved by the BMA through the
budgetary process.

The City has not been reporting the account in its financial statements thereby understating cash,
revenues and expenditures. The amount of understatement is however immaterial to the statements.
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Recommendation:

The Department of Elderly Services should work with the Finance Department to ensure that all
accounts are fully accounted for in the City’s accounting system and reported in the City’s
financial statements.

The Department should follow section 35.022 of the City of Manchester NH, Code of Ordinances
and go through the normal budgetary process for expenditures that are a regular part of doing
business.

Auditee Response:

The Department will work with Finance to ensure that the account is fully accounted for in the
City’s accounting system and reported in their financial statements. A copy of the monthly
staternent and the reconciliation report will be sent to Finance monthly.

OBSERVATION 2: LACK OF INTERNAL CONTROLS
Observation:

A properly functioning system of internal controls should be designed to reduce the risk to a low
level that any errors and unauthorized transactions cannot occur and not be detected in a timely
manner by employees in the normal course of their duties. One of the essential elements of a
properly functioning system is the segregation of incompatible duties so that one employee cannot
both commit and conceal an error or fraud. Three types of duties are generally considered
incompatible: authorization, record keeping and custody. Ideally no single individual should be
able to 1) authorize a transaction, 2) record the transaction in the accounting records and 3)
maintain custody of the assets resulting from the transaction.

At the West-side Center one person has custody of the checking account, is an authorized signer on
the account, maintains the check register, receives the goods and services purchased with the funds,
receives cash payments, prepares the deposit and reconciles the account. The only check of the
account is regular reports that are prepared by this individual and sent to the Elderly Department
Director. In addition, as noted in Observation 1, the account is not recorded as part of the City’s
financial records and lacks the oversight that would occur there.

Recommendation:
At present one-person staffs the West Side Center and proper segregation may prove difficult.
When the new West Side center is completed additional personnel will be available in the building

to aid in proper segregation of duties.

The person who maintains the checkbook should not be an authorized signer on the account.
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The same person who has custody of the checkbook should not do the monthly reconciliation.

The bank deposit should be prepared by someone not involved with the collection of the funds that
can then compare amounts collected to the source documents such as prenumbered receipts.

Auditee Response:

The Department will institute the recommendations for internal controls.

OBSERVATION 3: UNTIMELY CASH DEPOSITS

Observation:

The collection and possession of cash is one of the most inherently risky areas in any organization.
Every effort should be made to limit the amount of cash on hand at any time. Per the City of
Manchester NH, Code of Ordinances section 35.021 (B) “All city departments receiving money for
the city from sources outside the City Treasury shall pay the full amount of all said moneys intact
into the City Treasury daily, weekly, or as often as the Finance Officer shall direct”. The Finance
Officer has determined that deposits will be made daily if collections exceed $100 or at least
weekly if deposits are under $100. '

Analysis of the checking account maintained by the Department shows that deposits are done on an
average of two times per month with an average deposit of over $3,000.

Recommendation:

The Department should attempt to minimize the amount of cash on hand by following the City
deposit policy and preparing deposits on a daily basis.

Auditee Response.

The Department will make timely deposits.
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CITY OF MANCHESTER NH
DEPARTMENT OF ELDERLY SERVICES
WEST SIDE SENIOR CENTER CHECKING ACCOUNT
SCHEDULE OF ACCOUNT ACTIVITY

Calendar 5 Months
Year Ended
2003 5/31/2004 Total
BEGINNING BALANCE $ 22,628 $ 27,496 $ 22,628
REVENUES $ 89,504 $ 48,789 $ 138,293
EXPENDITURES $ 84,636 $ 32843 $117.479
ENDING. BALANCE $ 27,496 $ 43442 $ 43,442
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CITY OF MANCHESTER NH
DEPARTMENT OF ELDERLY SERVICES
WEST SIDE SENIOR CENTER CHECKING ACCOUNT
SCHEDULE OF REVENUES AND EXPENDITURES

(CASH BASIS) |

Calendar 5 Months

Year Ended

2003 5/31/2004 Total
REVENUES
TRIPS AND SHOWS $ 49,305 $ 39,070 $ 88,375
PARTIES AND FUNCTIONS $ 25,845 $ 3,430 $ 29275
GAMES AND ACTIVITIES $ 12,282 $ 5,905 $ 18,187
FUND RAISING $ 6,942 $ 2,719 $  9.661
MISC $ 322 $ 56 $ 378
TOTAL REVENUES $ 94,656 $ 51,180 $ 145,876
EXPENDITURES
TRIPS $ 59,486 $ 26,064 $ 85,550
SUPPLIES $22.011 $ 6,259 § 28,270
GIFTS AND PRIZES $ 7023 § 2,711 $ 9,734
MISC $ 1,308 $ 200 $ 1.508
TOTAL EXPENDITURES $ 89,827 $ 35,234 S 125,062

NET REVENUES/(EXPENDITURES) $ 4869 $ 15,946 $ 20815

Includes games fees received and prizes paid in cash of $4,421 and $1,992 for calendar year 2003
and the five months ended May 31, 2004 respectively.
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City of Manchester
Department of Finance

One City Hall Plaza

Manchester, New Hampshire 03101
{603) 624-6460

Fax: (603) 624-6549

August 11, 2004

Committee on Accounts, Enrollment and Revenue Administration
C/O Mr. Leo Bernier

Office of the City Clerk

One City Hall Plaza

Manchester, NH 03101

ST I N DA SUNUURU SV rila
Dear Honorable Comimittee Members,

Attached, for your review, please find the City of Manchester’s Monthly Financial

Statements. These unaudited statements represent activity for the one month ended July
31, 2004 for Fiscal Year 2005.

Respectfully submitted,

{ /égz Paloe
Guy Beloin

Financial Analyst [I

RMEGCEIVE
AUG 11 200k

CITY CLERK'S OFFICE
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City of Manchester
Department of Finance

One City Hall Plaza

Manchester, New Hampshire 03101
(603) 624-6460

Fax: (603) 624-6549

August 11, 2004

Committee on Accounts, Enrollment and Revenue Administration
C/O Mr. Leo Bernier, City Clerk

One City Hall Plaza

Manchester NH 03101

Dear Honorable Committee Members,
Enclosed for your review are the following reports updated through today:

Department Legend

Open Invoice report over 90 days by fund

Open Invoice report all invoices for interdepartmental billings only
Open Invoice report all invoices due from the School Department only
Listing of Invoices Submitted to City Solicitor for Legal Determination
Accounts Receivable Summary

Please let me know if you have any questions or require further information.
Respectfully submijtted,
Sharon Wickens

Financial Analyst I
Enc. :

E@EUME}D‘
s 11

CITY CLERK'S OFFICE




Legend

Customer Type Code Department

02
03
04
05
o7
10
13
18
18
19
20
21
22
25
27
30
33,34, 35,36
41
50
52
60
65
71
82

Assessors
Building/Housing Code
City Clerk

City Coordinator/MEDO
City Solicitor

Finance Department
Information Systems
Mayor's Office

Office of Youth Services
Human Resources
CIP/Planning

Public Bldg. Services
Tax Collector's Office
Airport/Aviation
Environmental Protection Div
Fire Department

Police Department
Health Department
Highway Department
Traffic Department
Welfare Department
Parks & Recreation/Cemetery
Library (east/west)
Elderiy Services

Fund
0101
0204
02056
0301
0801
0805
0807
0808

Name
General

CDBG

Grants

Capital Projects
EPD

Airport
Recreation
Aggregation
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Deparimen of Finance

Accounts Recejvable

Submissions to Sclicitar's Office

Customer Name Cust# Involce #
e 1 SR

iy £ gy S b

- Joshua lrrevocable Trust 4431 9807770 172671999

Joshua Irrevocable Trust 4431 9812686 1/1/2000
above submitted to City Solicitor December 21, 2000

fire NH Cemolition inc 5867 9815206 B/28/2000

traffic Brian Smith 5973 8816151 89/2000

above submitied to City Solicitor T13/41 Total sent to City Solicitar

traffic Mark aris

e aren

6[6!2000

5747 9B14B44
) % &

chie
fire Joshua irrevocable ?“rusr
above submiited to City Solicilor 8/14/01

8 i
9814633 5/24/2000
Totat sent to City Soiiciter

4431

4431 9819350 1/1/2601

Total sent to City Solicitor

fire Joshua lrrevocable Trust

above submitted to City Solicitor 11/05/C1
8172 9818435 11/28/2000
Tolat sent to Clty Solicior

hwy  Chiis Chakas - Former Hwy Employee
above submitted to City Sclicitor 11/23/04

hwy John Klsknnts Forrner Hwy Employee 9948437

above submiitted to City Soficitor 12/17/01

Ly

§ E:-."‘
above submmeﬁ to City Solicitor 12/28/01

epd Casey Seplic 5684 81728754 713112000
above submitited to City Solicitor 01/14/02

fire Bernard Stubbs 6622 9823938 B/29/2001

wy Cold Stene Development 5981 9B25286 8/20/2001

hwy Cold Stone Development 588% 9825476 B/27/2001

hwy Cold Stone Developrment 5881 9825863 5/10/2001

fwy  Cold Stone Developrnent 5581 ©B25794 SITIZG04

hwy Cold Stone Development 8981 ©B28158 S/24/2001

mwy Cold Stone Development 5981 BB263%6 10/5200%

twy Cold Stone Development 5881 9827382 14/13/2001
above submitited to City Sclicitor 06/13/02

hwy Mike Heaty - Former Hwy Employee 6173 6818438 11/2812000
above submittted fo City Solicitor 08/12/02

fire Bridge Bay LLC 6269 9819668 1482001

fire Bridge Bay LLC 6269 9829352 17412002

9839464 1/1/2003

above submititad to City Seficitor 01/15/23

Invoice Date Qriginal Amuunt Open Amount

$480.00

$1,918.386
$859.24

$1,369.71
G
£50.00

$480.00

56384

5185744 %

1.857 .44

$1,735.89
$530,70
$634.50
$406.50
$133.50
$31.50
558,50
$105.00

$218.98

$480.00
848000
$480.00

$1,327.19 $1,327.18

traffic Danietie Garcla 7307 ©9B3242¢ 42412002 $3,160.28
above submittted to City Solicitor 07/15/03
hwy Sleve Mann - Formar Hwy Employee BOOS 9843224 5612003 $417.56
above submitiled to City Sclicitor 10/15/03
hwy Teac Boucher - Former Hwy Employae 8006 9843225 5/8/2003 $92.11
trafic Teresa Lorenz 6977 9B26659 1072212004
above submitited to City Solicior 12/3/03
R A e RN
above submitited to City Solicitor 12/8/03
hwy Ryan Fitzgerald - Former Hwy Employee 8115 9844254 8/16/2003 $36.92
hwy Steve Thompson - Former Hwy Employee 8111 9844250 6/16/2003 $82.97
above submittted to City Sclicitor 03/9/04
awy  Timothy Bolsvert - Former Hwy Employee 8113 9844282 6/16/2003 §51.13
above submittted to City Soficiior 04/5/04
S B p B ; s
fire Bridge Bay LLC 6269 9850820 1!5.'2004 $480. 00
above submitited to City Soficior 04/20/04
fire 261 Pine Really Trust 2972 9820224 11472002 $480.00
fire 281 Pine Realty Trust 2972 9839333 14172003 $480.00
fire 261 Pine Realty Trust 2872 9842181 3200200 $56.00
fire 261 Pine Reaity Trust 2872 9850687 1/5/2004 $480.00
fire 261 Pine Really Trust 2972 9853971t 411672004 $50.00
fraffic Joseph Brunn DBA Bird Transporiation 7887 9841488 3/26/2003 $3,374.93
ahove submittted to City Solicitor 05/11/04
hwy Steve Thompson - Former Bwy Employee 8111 9845813 TI3H2003 $598.72
above submitited to City Soficitor 08/14/04
police Second Street Praductions 84376 9847901 10/11/2003 $G77 42

above submittted to City Solicitor 07/16/04

E' UNCOLLECTABLE PER COLLECTION AGENCY > §1,000-SEND TO CITY SOLICITOR

$4BG a6

$1,762.10

$868.94

$1,360,71

. SE000

$150.00

$63.84

§1,735.8¢
$530.70
$634.50
$406.50
$133.50

$31.60
$58.50

$108.00

$218,98

$480.00
$480.00
$480.00

: g aten
Submitted for Write Off
Payment Plan initiated

Expla natlon
% iR

= iR
Pymt Plary tni!rared
Pymt Flan initiated
$2,770.00

closed AEX 05/28/01
closed SKP 06/28/01
$2,622.04

closed AEX G?H 5/01
fings gu

S e AR

ngmt Pian Inttiated

$2,088.71

Pymit Plan Initiated
$150.00

warkers compensation reimbursement

$350.00

closed AEX 12/30/01
§1.857.44

closed AEX 05/26/02
closed AEX 05/28/02
closed AEX 05/28/02
closed AEX 05/28/02
closed AEX 05/26/02
clased AEX 05/26/02
closed AEX 05/26/02
closed AEX 05/26/02
$3,636.08

warkers compensation reimbursement
$218.98

closed AEX 01/01/03
ciosed AEX 010103
closed AEX 01/01/03

$3,160.28

$417.56

v

$36.92
$82.87

$51.13

EiEe
$48000

$480.00
$480.00
$50.00
$480.00
$50.00

$3.374,93

§518.72

$977.42

$2,750.00
closed AEX 06/30/G3

$3,160.28
closed AEX 08/20/03

$417.56
closed AEX 10/25/03
closed AEX 10/31/03

$1,419.30

$850.00
closed AEX 02/21/04
closed AEX 02/14/04

$119.88

closed USA 02/14/04

elosed AEX 01/0103
$960.00
closed AEX 04/10/04
closed AEX 04/10/04
closed AEX 04/10/04
ciosed AEX 04/10/04
closed AEX 04/10/04
closed AEX 04/24/04
54,914 .93
closed AEX 02/14/04
$518.72
closed USA 06f30/04
$977.42
$30,843.87
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City oF MANCHESTER
Office of the City Clerk

Leo R. Bernier
City Clerk

Carol A. Johnson
Deputy City Clerk

Paula L-Kang
Deputy Clerk
Administrative Services

Matthew Normand
Deputy Clerk
Licensing & Facilities

Patricia Piecuch
Deputy Clerk
Financial Administration

Memo To:  Kevin Clougherty
Finance Officer

From: Valerie E. Fysh\g
Administrative Assistant

Date: July 21, 2004

Re: Requests from Committee on Accounts

This memo will serve as follow up to the requesis made by the Committee on
Accounts at their meeting held on July 20, 2004. Please have the information
available to distribute to the committee members prior to their next meeting, which 1s
tentatively scheduled for August 17, 2004 as follows:

1. inventory of City departments on HTE system and a description of how the
system works; and '

2. summary of Civic Center line item regarding policy decisions with respect
to fees and contracts.

Thank you and if you should have any questions, please be sure to contact either Leo
or myself.

One City Hall Plaza, Manchester, NH 03101 Phone (603) 624-6455 Fax (603) 624-6481
www.ManchesterNH.gov



